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Arizona Corporation Commission
Docket Control
1200 w. Washington Street
Phoenix, AZ 85007

RE: Docket Nos. T-00000D-00-0672 and T-01051B-03-0454

Dear Docket Officer:

Enclosed for filing the the Arizona Corporation Commission you will find an original and 15
copies of the Reply Comments of Sprint Communications L.P. in Response to February 3,
2009 Procedural Order in the above-referenced dockets. A copy of this document has been
served upon all parties of record.

Please feel free to contact me at 415-572-8358 or at stephen.h.kukta@sprint.com with any
questions or concerns you may have regarding this filing.

Very,truly yours,

Stephen. Kukta
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

IN THE MATTER OF THE INVESTIGATION OF THE
COST OF TELECOMMUNICATIONS ACCESS.

Docket No. T-00000D-00-0672

IN THE MATTER OF QWEST CORPORATION'S FILING
OF RENEWED PRICE REGULATORY PLAN.

Docket No. T-01051 B-03-0454

REPLY COMMENTS OF SPRINT COMMUNICATIONS L.P.
IN RESPONSE TO FEBRUARY 3, 2009 PROCEDURAL ORDER

Pursuant to the Procedural Order entered in these dockets dated February 3, 2009,

Sprint Communications L.P., Sprint Spectrum, L.P., and Nextel West Corp, (collectively "Sprint")

provides reply comments concerning whether Qwest's intrastate access rates should be

reviewed in this proceeding. Sprint firmly believes the current intercarrier compensation system

is in urgent need of reform. High switched access rates are inhibiting the development of a fully

from this proceeding, Arizona

telecommunications market.

competitive telecommunications market. If a review of Qwest's high access rates is excluded

consumers would be denied a fully competitive

Commission to include Qwest in theSprint urges the

Commission's review of intrastate switched access rates.
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Competition and Consumers Are
Harmed by High Switched Access Rates

All carriers providing voice communication services in Arizona must use switched access

to terminate non-local calls to Qwest customers and other local exchange carrier ("LEC")

customers. This includes traffic originated by wireless providers, who must pay terminating

access on wireless calls to landline customers when such calls cross Metropolitan Trading Area

("MTA") boundaries, even though wireless carriers do not collect access charges on toil calls

received from other carriers, including local exchange carriers. Because these LEC switched

access services are an essential input to the services other carriers are providing, these other

carriers' input costs are increased by inflated LEC access rates.

Consumers have more choices for their voice communications needs than when the

incumbent local exchange carriers ("lLECs") were the monopoly providers. Most consumers

have a choice between alternative carriers providing cable telephony, traditional competitive

LEC ("CLEC") service, wireless service, and Voice Over internet Protocol (VoIp) service. But

each of these alternative carriers must pay inflated access rates to Arizona LECs. Because

these carriers must cover their input costs to earn a profit, inflated intrastate switched access

costs are raising the prices of competitive retail offers available in the market. Consumers are

not receiving the best offers in the market because high switched access rates, originally meant

to keep local service affordable, are now inflating the retail rates for alternative services.

Competing carriers cannot compete on an equal footing with local exchange carriers if local

exchange carriers are permitted to impose on their competitors input costs that are far above

the actual cost of providing those functions. If the switched access rates are reduced, the

market will provide consumers with better service offerings to compete with the incumbent

providers.
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The Historic Context for High Access Rates No Longer Exists

Access prices were historically inflated as a mechanism to subsidize the price of basic

local service in a regulated monopoly setting. But this interplay between local service rates and

intrastate access services rates was established long before ILE Cs developed the ability to

collect revenues from numerous other services provisioned over the same network on which

they provide local exchange and exchange access services. The original access rates were also

set long before lLECs were permitted new retail revenue opportunities through retail pricing

flexibility. within their service territories, ILE Cs now offer wireline long distance, numerous new

calling features, broadband and video services." These services are often bundled together to

provide the consumer's complete service needs. The average revenue per usage ("ARPU") the

lLECs collect continues to expand. To illustrate this trend, Qwest reported in their 4"' quarter

2008 financial reports that consumer ARPU had reached $56.78 up from $46.76 reported in the

181 quarter of 2006. Over a two year period, Qwest's consumer ARPU increased nearly 21%.

This historic trend of retail revenue growth and the potential for further growth in the future

makes the collection of subsidies from competing carriers in the form of grossly inflated access

rates unnecessary and anti-competitive. The local exchange carriers can and should collect the

costs of providing retail services from the customers purchasing those retail services instead of

collecting a portion of those costs from competitors by charging inflated rates for monopoly

switched access. This change is essential to developing a level competitive playing field for all

service providers.

Arizona Switched Access Rates Too High

There is no doubt that Arizona intrastate switched access rates are too high. Qwest's

nearly $.02 per minute rate is among the highest rate for the largest LEC in any state. And the

1 Video services may not be offered over the same local network as voice service but the margins on the
services sold provide a contribution toward the cost of that local network.
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rates of the other local exchange carriers drive Sprint's average cost of an intrastate access

minute in Arizona well over $.03 per minute. This average cost is the tenth highest state

average intrastate access rate Sprint pays. The average cost Sprint experiences in the

neighboring state of New Mexico is less than half the Arizona rate. Reform is essential to the

development of a level competitive playing field and must include the reform of Qwest's rates.

Conclusion

The intrastate switched access rates of the ILE Cs in Arizona are far too high. Reform of

the access rates is critical to the development of balanced competition in the Arizona

telecommunications market. Only when access rates are minimized will the Arizona consumers

receive the most service choices, the best consumer service and services at the best prices.

The consumers of Arizona will benefit from reductions in local exchange carriers' switched

access charges. To exclude the largest local exchange carrier operating in Arizona from this

proceeding would limit the consumer benefits or at least delay a result that is long overdue.

Sprint strongly recommends the inclusion of Qwest in this proceeding to reform the intrastate

switched access rates of Arizona.

RESPECTFULLY SUBMITTED this 4th day of March 2009.

\

By
Stephen H. Kukta
Director and Counsel
Sprint Nextel
201 Mission Street, Suite 1500
San Francisco, CA 94105
Telephone: 415-572-8358
Facsimile: 415-278-5303
Email: Stephen.h.kukta@sprint.com



CERTIFICATE OF SERVICE

I hereby certify that I have this 4th day of March 2009 served the foregoing Reply Comments

of Sprint Communications L.P. in Response to February 3, 2009 Procedural Order upon all parties in

Docket Nos. T-00000D-00-0672 and T-01051 B-03-0454 by placing a copy of said document into the

U,S. Mail, postage prepaid.

Docket Control (Original + 15 Copies)
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

ALJ Jane L. Rodder
Hearing Division
Arizona Corporation Commission
400 West Congress
Tucson, AZ 85701-1347

Daniel w. Pozefsky
Residential Util. Consumer Office
1110 West Washington, Ste. 220
Phoenix, AZ 85007

Gary Joseph
National Brands, db Sharenet Comm.
4633 West Polk Street
Phoenix, AZ 85043

Gregory L. Castle, Senior Counsel
AT&T Services, Inc.
525 Market Street, Room 2022
San Francisco, CA 94105

Norman G. Curtright
Reed Peterson
Qwest Corporation
20 East Thomas Road, 16"1 Floor
Phoenix, AZ 85012

Michael w. Patten
Roshka DeWulf & Patten, PLC
400 East Van Buren Street, Ste. 800
Phoenix, AZ 85004

Craig A. Marks
Craig A. Marks, PLC
10645 North Tatum Blvd., Ste. 200-676
Phoenix, AZ 85028

Thomas w. Bade, President
Arizona Dialtone, Inc.
6115 South Kyrene Road, #103
Chandler, AZ 85283

Arizona Payphone Association
c/o Gary Joseph
Sharenet Communications
4633 West Polk Street
Phoenix, AZ 85043

Dennis, D. Ahlers, Associate General
Counsel

Eschelon Teleom, Inc. et al.
730 Second Avenue South, Ste. 900
Minneapolis, MN 55402

Lyndall Cripps, Vice Pres.
Time Warner Telecom
845 Camino Sur
Palm Springs, CA 92262

Karen E. Nally
Moyes Sellers 8. Sims, Ltd.
1850 north Central Avenue, Ste. 1100
Phoenix, AZ 85004

Thomas H. Campbell
Michael Hal lam
Lewis and Roca, LLP
40 North Central Avenue
Phoenix, AZ 85004

Nathan Glazier, Regional Mgr.
Alltel Communications, Inc.
4805 East Thistle Landing Drive
Phoenix, AZ 85004

Joan S. Burke
Osborn Maledon, P,A.
2929 north Central Avenue, Ste. 2100
Phoenix, AZ 85012-2765

Mark A. DiNunzio
Cox Arizona Telcom, LLC
MS DV3-16, Building C
1550 West Deer Valley Road
Phoenix, AZ 85027

Isabelle Salgado, Gen. Atty. &
Associate General Counsel

AT&T Nevada
645 East Plumb Lane, B132
Reno, NV 89520
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Charles H. Carrathers, III, General
Counsel, South Central Region

Verizon, Inc.
600 Hidden Ridge, HQE03H52
Irving, TX 75015-2092

Rex Knowles, Executive Director -
Regulatory

XO Communications
111 East Broadway, Suite 100
Salt Lake City, UT 84111

Jeffrey w. Crocket
Bradley s. Carroll
Snell 8= Wilmer, LLP
400 East Van Buren Street
Phoenix, AZ 85004-2202

Brad VanLeur, President
OrbitCom, Inc.
1701 North Louise Avenue
Sioux Falls, SD 57107

Demetrios G. Metropoulous
Mayer Brown, LLP
71 South Walker Drive
Chicago, IL 60606

William A. Hall, Deputy Genera!
Counsel

McLeodUSA Telecom. Services
6400 C. Street, SW
Cedar Rapids, IA 52406

Greg L. Rogers
Level 3 Communications, LLC
1025 Eldorado Boulevard
Broomfield, CO 80021

Chris Rossie, President, Local 7019
Communications Workers of America
11070 North 24"' Avenue
Phoenix, AZ 85029

`(d'\2(aY\& M- flWYl4/mu
Katherine M. McMahon
Legal Analyst II
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